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May 5, 2007
To whom it may concern

A T Company Mori Seiki Co., Ltd.
. F:’l.*i»";; L .Representative President Masahiko Mori

{Code number 6141Tokyo Stock Exchange Osaka Stock Exchange, First Section)

Contact  Director Accounting/Finance HQ Executive Officer

AL M
mNotice Concerning Stock Options J "Sf/ d) 7
AA) S

At a meeting of the Board of Directors on May 7, 2007, Mori Seiki decided to issue stock acquisition

Morikuni Uchigasaki
Phone number (052) 587-1835

rights as stock options to employees of Mori Seiki and Mori Seiki Group companies, in accordance with
Articles 236, 238 and 239 of the Company Law.

1. Reasons why it is necessary to issue new stock acquisition rights in particularly favorable
conditions.
As part of our goal to improve Mori Seiki and Mori Seiki Group employee performance and to
secure excellent people, we intend to issue free stock acquisition rights as stock options, in
accordance with the procedure outlined below. When exercising these stock acquisition rights,

the amount to be paid will be deterrmined as shown in Step (5) below.

2. Procedure for issuing new stock acquisition rights
(1) People who are eligible for allotment of new stock acquisition rights
Employees of Mori Seiki and Mori Seiki Group companies
{2) Type and number of shares intended as stock acquisition rights
A maximum of 1,180,000 ordinary Mori Seiki shares.
In the event that Mori Seiki issues a share allocation or a reverse share split after the date of
the exercise of stock acquisition rights, the number of shares will be adjusted according to the
following formula;
Number of shares after adjustment = Number of shares before adjustment x ratio of
issue/split
This adjustment will only be done for stock acquisition rights which have not been exercised at
that time. If fractions of 1 share are generated as a result of adjustments based on the
following formula, they will be rounded down.
(3} Total number of stock acquisition rights

A maximum of 11,800. (1 stock acquisition right will be worth 100 shares. However, if the




number of shares has been adjusted as specified in (2}, this will be adjusted similarly.)
(4) Payment to be paid for stock acquisition rights, or the method of calculation.
No payment is required for these stock acquisition rights.
(5) Price of assets when exercising stock acquisition rights, or the method of calculation.
The price of assets for the exercise of 1 stock acquisition right will be the amount to be paid for
1 share (hereafter "exercise price"} as specified below multiplied by the number of shares per
1 stock acquisition right as specified in (3).
The exercise price for 1 share will be the average closing price for ordinary Mori Seiki shares
on the Osaka Stock Exchange for every day in the date of the allocation of stock acquisition
rights (hereafter "allocation date") multiplied by 1.05. Fractions of 1 yen will be rounded up.
However, if that value is lower than the closing price on the allocation date for the stock
acquisition rights (or the closing price on the most recent trading day, in the event that there is
no trading on the allocation date), the closing price on the allocation date for the stock
acquisition rights will be used.
In the event of a Mori Seiki share split or reverse split after the allocation of stock acquisition
rights, the amount to be paid will be adjusted according to the following fermula. Fractions of

1 yen generated by this adjustment will be rounded up.

Amount to be paid after adjustment = Amount to be paid befcre adjustment x 1/ratic of issue or split

Also, in the event that Mori Seiki issues new shares at a lower price after the allocation of
stock acquisition rights (excluding shares issued as a result of the exercise of stock
acquisition rights}, the amount to be paid will be adjusted according to the following formula.

Fractions of 1 yen generated by this adjustment will be rounded up.

Number of Number of newly issued shares x amount to be per
shares already paid per 1 share

Amount to be paid after adjustment = issued + Current value before new share issue

Amount to be paid before adjustment x Number of shares already issued + number of newly issued shares

(6) Period for exercising stock acquisition rights
{7) Conditions for exercising stock acquisition rights
(DPeople exercising stock acquisition rights must hold a position as director, auditor or
employee of Mori Seiki or a Mori Seiki Group company. However, people who have left the
company due to retirement or for some other reason are not bound by this condition, except
for people who have completed their terms as directors or auditors of Mori Seiki or a Mori
Seiki Group company.
@The transfer, pledge or any other disposal of stock acquisition rights is not permitted.
@In the event of the death of the holder of stock acquisition rights, his or her heirs may
exercise those rights. However, the conditions stipulated in O "Contract for allocation of stock

acquisition rights" still apply.




@Apart from these conditions, all matters concerning the relationship between Mori Seiki and
the holders of stock acquisition rights are stipulated in the "Contract for allocation of stock
acquisition rights,"” in accordance with the resolutions of the general meeting and the Board of
Directors.

(8) Amount of extra capital or capital reserves in the event that shares are issued as a result of

the exercise of stock acquisition rights

(DCompany regulations for calculating the amount of extra capital in the event that shares are

issued as a result of the exercise of stock acquisition rights In accordance with Article 40,

Section 1, the calculated maximum amount of extra capital, etc, will be divided by 2. When

fractions of 1 yen are generated by this calculation, they will be rounded up.

@ The amount of extra capital reserves in the event that shares are issued as a result of the
exercise of stock acquisition rights will be the maximum amount of extra capital in (D above
minus the amount of extra capital specified in (D above.

(9) Matters concerning the acquisition of stock acquisition rights

DIn the event that Mori Seiki becomes defunct through a merger agreement approved by a
shareholders’ meeting, or becomes a wholly owned subsidiary through an exchange of share
agreement or transfer of share agreement approved by a shareholders’ meeting on a day to
be designated separately.

@)f holders of stock acquisition rights are no longer able to exercise their rights because they
cease to meet the conditions stipulated in {7)(D before exercising their rights, they will be able
to obtain those stock acquisition rights for free.

(10} Restrictions on transfer of stock acquisition rights
The approval of the Board of Directors is required for transfer of stock acquisition rights.
{11) Handling of stock acquisition rights during structural reorganization

As stated in {9) (D above.

{Note) The above resolution is conditional, being subject to approval of the "Issuing of stock
acquisition rights as stock options” at the 59th annual meeting of Mori Seiki shareholders,

to be held on June 28, 2007
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To whom it may concern,
Company Mori Seiki Co., Ltd.

Representative  President Masahiko Mori
{Code number 6141 Tokyo Stock Exchange,
Osaka Stock Exchange, First

Section)
Contact Director, Accounting/Finance
HQ  Executive Officer

Morikuni Uchigasaki
Phone number (052) 587-1835

Notice of Surplus Available for Dividends

This is to inform you of dividend to be paid for the reference date, March 31,
2007.

1. Contents of dividend

FY 2006 Previous forecast for Fy 2006 | Result for last term
Determined amount | {released on August 7, 2006) (FY 2005)
Reference date March 31, 2007 Same as left March 31, 2006
Dividend per share 24 Yen 20 Yen 40 Yen
Total dividend 2.305 Billion Yen _ 3.677 Billion Yen
amount
Effective date June 29, 2007 — June 30, 2006

2. Reasons
Mori Seiki Group has enjoyed sustained orders throughout FY2006 due to increased

investment in plant and equipment from automobile, general and construction machinery,
hydraulic equipment and semi-conductor manufacturers amid an environment of favorable
business results in Japan. Both replacement machines and new machines have contributed to
this increased demand. Capital investment is progressing strongly in the aircraft, energy and
general machinery industries in Europe, the aircraft and energy industries in North America and

the automobile and general machinery industries in Asia.

In this economic environment, we have determined to issue a year-end dividend of 24 yen
per share for FY 2006. When combined with the interim dividend of 20 yen, this means a
full-year dividend of 44 yen.

{Reference) Breakdown of annual dividend

Dividend per share

Interim Year end
Amount determined for FY 2006 44 yen 20 yen 24 yen
Previous forecast {40 yen} 20 yen {20 yen)
Previous term (FY 2005) 40 yen 20 yen 20 yen




Summary of Consolidated Financial and Business Results for the Fiscal Year 2006 {to March 31, 2007)

Company name

Code Number

Representative

Contact

Expecied date of regular shareholders’ meeting

Expected start date of dividend payment

Expected date of filing the financial statements

Mori Seiki Co,, Ltd,

6141 Tokyo and Osaka Stock Exchanges

{ URL http:fAww moriseiki.co.jp/ )

Title

Name

Title

Prasident

Masahiko Mori

Director

Accounting / Finance HQ Executive Officer

Name

Merikuni Uchigasaki

June 28, 2007

June 29, 2007

June 28, 2007

(TEL: 052-587-18395)

May 7, 2007

Note: All amounts less than one million are disregarded.

1. Consolidated business results for fiscal year 2006 {April 1, 2006 to March 31, 2007}

{1) Consolidated business resutts

Met sales Operating income Ordinary mcome Net income
million yen % million yen % million yen % million yen %
Fiscal Year 2006 172,262 18.5 25,043 537 24,716 55.4 16,194 173
Fiscal Year 2005 145,339 18.0 16,254 549 15,902 514 13,801 47.1

Net income per share

Dilsted net income per

Return on Equity

Ordinary income on

Operating income on

share total assets net salas
yen yen % % %
Fiscal Year 2006 174. 78 166. 12 132 14.9 145
Fiscal Year 2005 153. 82 150. 31 13.0 10.7 n.2
Note: Equity-method eamings Fiscal Year 2006 45 million yen  Fiscal Yaar 2005 64 million yen




(2) Consclidated financial position

Sharsholders’ Shareholders' equity per
Total assets Net assets . .
equity ratio share
miltion yen million yen % yen
Fiscal Year 2006 169,034 131,036 77.2 1,358.82
Fiscal Year 2005 162,778 116,347 71.5 1,264.32
Note: Total Shareholders' equity Fiscal Year 2006 130,450 million yen  Fiscal Year 2005 — million yen

(3) Consolidated cash flows

. . Balance of cash and cash
Cash flows from operating Cash Nlows from Cash flows from financing .
o equivalents
activities investment activities activities
at the end of the term
million yen million yen million yen million yen
Fiscal Year 2006 23,495 A8,082 416,989 29,858
Fiscal Year 2005 17,128 23,001 4,524 31,582
2. Dividend
Dividend per share Total amount Dividend Dividend on
] payout ratio net assets
Interim Final Full year of dividend {Consoiidated) | (Consolidated)
yen yen yen million yen % %
Fiscal Year 2005 0 oo 40. 00 40. 0O 3677 26.0 34
Fiscal Year 2006 20. OO 24. 00 4. 00 4,168 252 34
Fiscal Year 2007 25, 0O 25. 00 50. 00 286
{Estimated)

3. Consolidated eamings forecast for Fiscal Year 2007 (April 1, 2007 to March 21, 2008)

(Percent change shows the change from the previous interim or full year,}

Net sales Qperating income Ordinary income Net income Net income per share

million yen % million yen % million yen Yo miltton yen %o yen
Interim 94,000 ( 198 14000 | 39.6 14,000 | 39.5 8,400 | 832 87. 47
Full Year 188,000 8.1 28,000 ne 28000 { 13.3 16,800 37 174. 64




4. Other

m Change of significant subsidiaries during the financial term {increasing/deletion in the s cope of consolidation) Yas

) Change of important accounting policies, procedures, and ways of display (description as the change of basis for preparing
consolidatad financial statements)

@ Changes along the revision of accounting standard ete @ None
@&  Changes mentioned other than mentioned in () e None
Note: Please refer to page No.22 on “Notes related to the preparation of the consolidated financial statements™ for further details.
(3)  Number of shares outstanding (Common Stocks)
@ Number of shares cutstanding at the end of the financial tarm (Including treasury stocks)

Fiscal year 2006 100,366,274 shares Fiscal year 2005 96,364,872 shares
@ Treasury stocks at the end of the end of the financial term

Fiscal year 2006 4,333,935 shares Fiscal year 2005 4,454,518 shares

Note: Please refer 1o page No,42 on "Per share information” regarding number of shares which is used to cakulate net income per share.

(Reference) Non-consclidated Financial results

1. Non-Consolidated business results for fiscal year 2006 (april 1, 2006 to March 31, 2007)

{1) Non-Consolidated business results (Percent change shows the change from the pravious fiscal year.)
Net sales Operating income Ordinary income Net income
million yen % million yen % million yen % milfien yen %
Fiscal Year 2006 144,824 16.7 21,605 56.9 21,174 58.0 14,203 6.9
Fiscal Year 2005 124,144 19.7 13,770 64.8 13,401 59.3 13,284 68.1

. Diluted net income
Net income per share

per share
yen yen
Fiscal Year 2006 153. 28 145, 67
Fiscal Year 2005 147. 77 144, 59




{2) Non-consolidated financial position

Shareholders’
Total assets Net assets ) . Net assets per share
equity ratio
million yen million yen % Yen
Fiscal Year 2006 151,051 120,972 80.1 1,259. 45
Fiscal Year 2005 148,154 109,766 741 1192. 45
{Reference)
Total Shareholders' equity Fiscal Year 2006 120,972 million yen  Fiscal Year 2005 — million yen

2. Non-Consolidated eamings forecast for Fiscal Year 2007 (April 1, 2007 to March 31, 2008)

(Percent change shows the thange frorm the previous interim or full year.}

Net income per
Net sales Operating income QOrdinary incoma Net income share
net income
million yen % millioh yan % milion yen % million yen % yen
Interim 80,000 | 205 12,000 | 344 12,000 | 345 7.200 | 67.7 74. 96
Full Year 160,000 | 10.5 24,000 111 24,000 | 133 14,400 1.4 149, 92

factors which may affect the company’s results.

changes in the circumstances.

#¢Proper use of the eamings forecasts and other notes

The above forecasts are based on information available as of the ralease of this report and assumptions of several uncertain

Actual resutts might be different from the above estimates due to subsequent

Please refer to the attached materials for further information of the forecasts and assumptions.
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Business Results

Analysis of business results

‘The Mori Seiki Group has enjoyed increased orders during this teom, due to increase of investmaent in plant and equipment from
autemobile, general machinery, construction machinery, hydraulic equipment and semi-conductor manufacturers. Both replacement
machines and new machines have coniributed to this increased demand.

Capital investment is progressing strongly in the aircrafl, energy and general machinery industries in Europe, the aircrafl and
energy industries in North America and the automaobile and general machinery industries in Asia,

Also, as part of the decisicn to sell land and buildings for offices in Japan, 209 billion yen difference between book value and the
selling price was recorded as a special loss, These sales were completed on September 27, 2006.

In this business environment, our results wera as follows:

Consoligated

{Units: millions of yen)

58" term 59" term
X Change
Fiscal Year 2005 Fiscal Year 2006
Net sates 145,339 172,262 26,922
Operating income 16,294 25,043 8,748
Qrdinary income 15,902 24,716 8,814
Net income 13,801 16,194 2,393
Non-consolidated {Units: millions of yen}
58™ term 59" term
Change
Fiscal Year 2005 Fiscal Year 2006
Net sales 124,144 144,824 20,680
Operating income 13,770 21,605 7.835
Ordinary income 13,401 21,174 7772
Net income 13,264 14,203 919

Factors behind the increase in sales and profits:

- Demand for invesiment in plant and equipment expanded in both domestic and overseas markets.

+ The yen continued to weaken against both the US dollar and Euro.

- Production capacity increased due to innovations in production methods and investment in plant and equipment.

- New products featuring lower cost ratio made up a larger percentage of overall sales.

+ Strengthened sales and services helped the company win new customers.

11




2. Full-year forecast

Qur forecasts for Fiscal Year 2007 are as follows:

{Units: millions of yen)

[nterim Interim {non- Full-year Full-year (non-

({consotidated) consaolidated) {consalidated) consolidated)
Net sales 94,000 80,000 188,000 160,000
Qperating income 14,000 12,000 28,000 24,000
Ordinary incorne 14,000 12,000 28,000 24,000
Net income 8,400 7,200 16,800 14,400

These forecasts are based on the following assumptions:

- Average exchange rates of ¥117/US$ and ¥151/€.

- We assume that the third year of our medium-term management plan (Mori-568PLAN), which lasts during the three-year period

from Fiscal Year 2005 to Fiscal Year 2007, will proceed satisfactorily.

Caution regarding forward looking statements

Forward -looking statements (eamings forecasts, plans, policies, business strategies, targets, schedules, understanding and

evaluation of facts} conceming Mori Seiki and the Mori Seiki Group in this report are based on information available as of the date of

this report.  Actual results may differ significantly from these forecasts.

3

{1t} Assets, liabilities and net worth

-Assets

Currents assets rose by 9.3% from the end of the previous consolidated Fiscal Year, to 97,694 billion yen.

Analysis of our financial condition

This was mainty

because promissory notes and accounts receivable increased by 2,954 bilion yen and deferred income tax assets increased by

1,739 billion yen. Fixed assets fell by 2. 8% compared 1o the previous consolidated Fiscal Year, to 71,340 billion yen, As a result, net

worth increased by 3.8% compared to the previous consolidated Fiscal Year, to 169,034 billion yen.

-Liabilities

Current liabilities increased by 19.5% compared to the previous consolidated Fiscal Year, to 31,104 billion yen. AlRhough the

curent portion of long-term debt felt by 5,084 billion yen, tax liabilities increased by 3,594 billion yen, accrued expenses by 2,321

billion yen, and accounts payable by 1,914 billion yen.

Fixed liabilities fell by 65.4% compared to the previous consolidated Fiscal Year, to 6,894 billion yen.

This was mainly due to

reguctions of 5,413 billion yen in bonds with stock acquisition rights and 5,124 billion yen in long-term debt. As a result, total

liabilities decreased by 17.4% compared to the previous consolidated Fiscal Year, to 37,998 billion yen.

-Net worth

Total net worth increased by 12.6% compared to the previous consolidated Fiscal Year, to 131,036 billion yen.

Major reasons for

this increase were the 16,194 billion yen recorded as cumment net income and the 5,466 billion yen increase in capital and capital

reserves received from the exercise of stock acquisition rights.

12




(2) Cash flow during Fiscal Year 2006

{\Inits: millions of yen)

58" term 59" term
. . Change
Fiscal Year 2005 Fiscal Year 2006

Cash flow from operating activities 17,128 23,495 6,367
Cash flow from investing activities £3,001 AB,082 A5,081
Cash flow from financing activities 4,524 A 16,989 A21,514
Cash and cash equivalents at the end of the fiscal

31,582 29,959 51,623
term

Cash and cash equivalents at the end of consolidated Fiscal Year 2006 were 29,959 billion yen, a decrease of 1,623 billion yen

from the previous consolidated Fiscal Year.

Factors which affected the cash flow for consolidated Fiscal Year 2006 are shown below.

+ Cash flow from operating activities

Net operating cash flow increased by 23,485 billion yen (previous Fiscal Year: 17,128 billion yen increase) due to the recording of

the foltowing items: 19,403 billion yen in pre-tax net profit, 4,209 billion yen in loss on impairment of fixed assets, a 5,681 billion yen

increase in inventory, a 1,812 billion yen increase in accounts payable and a 2,227 billion yen increase in accrued expenses, eic.

- Cash flow from investing activities

Net investment cash flow decreased by 8,082 billion yen (previous Fiscal Year: 3,001 billion yen decrease) due to outlay of 5,936

biltion yen for the purchase of tangible fixed assets and income of 4,855 billion yen from the sale of tangible fixed assets.

+ Cash flow from financing activities

Nel cash flow from financing activities decreased by 16,989 billion yen (previous Fiscal Year: 4,524 billion yen incraasea) due to

outlays of 10,208 billion yen for the re payment of long-tenm debt and 5,530 billion yen for dividend payments.

(3) Trends in cash flow indices

56™ term

Fiscal Year 2003

57" term

Fiscal Year 2004

58" term

Fiscal Year 2005

58" tenm

Fiscal Year 2006

Shareholders’ equity ratio (%} A 714 71.5 7.2
Shareholders’ equity ratio at market value (%) 3 733 140.0 159.4
Cash flow to interest bearing loans ratio (%) 455.9 279.6 67.3 6.4
Interest coverage ratio {times) 457 497 158.7 4548

(Notes) Shareholders’ equity ratio: Shareholders' equity / total assets

Shareholders equity ratio at market value: Market capitalization / total assets

Cash flow to interast bearing loans ratic: Intere st-bearing liabilities / o perating cash flow

Interest coverage ratio; Operating cash flow / interest payments

# These indices are calculated based on consolidated financial figures.
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¢ Market capitalization is calculated on clesing share price at end of term x cutstanding shares {excluding treasury stock) at end of

term

3# For cash flow, we used “Cash flow from operating activities® from the consolidated cash flow statements. Interest-bearing
liabilities include all Kabilities on the balance sheets that incur interest. For the interest payrments, we used the “Interest paid” on

the consolidated cash flow statement.

4. Basic policy concerning distribution of profits and dividends for this term/next term

The Maori Seiki Group is committed to enhance corporate value o our shareholders, who understand that machine tools are typical
capital goods supporting manufaciuring activities worldwide, We would determine the portion of profits to be aiocated to
shareholders and to be kept for internal reserves, taking into account our future business plans, earnings and financial conditions.
intemal reserves will be used for developing mew core products / technologies and expanding production capacity that would
strengthen our market competitiveniess.

As for distribution of profits, we issued an interim dividend of 20 yen and a year-end dividend of 24 yen, for a total of 44 yen per
share during Fiscal Year 2006. During Fiscal Year 2007 we expect to issue an interim dividend of 25 yen and a year-end dividend of

25 yen, for a total of 50 yen per share.

5. Business risks

The following factors may have major influences an investors’ judgements.

Predictions conceming the future in this material are based on the information available to the Mori Seiki Group at the end of

consolidated Fiscal Year 2006

n Economic conditions in major markets (Japan, Americas, Eurcpe, Asia, etc.}
The Mori Seiki Group's sales by region for this Fiscal Year were: Japan 40.6%, Americas 22.6%, Europe 27.2%, Asia /
Oceania 9.6%. |f demand for the sale and supply of Mori Seiki Group products and services declined in any of these regions,

this could have a negative effect on the Mori Seiki Group's business results.

{2) Sudden changes in demand for invesiment in plant and equipment
The machine tool industry is traditionally said to be susceptible to fluctuations in economic conditions, but the economic
development in Asia means that a good balance is emerging between the regional machine tool markets in Japan, the Americas,
Europe and Asia. For this reason, we believe that change to demands of our products will be less volatile in the future.
However, if for whatever reason demand for investment in plant and equipment fell simultaneously in Japan, the Americas,

Europe and Asia , this could have a negative effect on the Mori Seiki Group's business results,

{3) Dramatic changes in the exchange rates of the LUS$ or the Euro against the yen

Mori Seiki Group's operations, businass results and financial condition are affected by fluctuations in exchange rates. These
fluctuations could influgnce the value of assets and liabilities resulting from Mori Seiki Group's global transactions, which would be
converted into Japanese Yen. Currency fluctuation could also affect the prices and amount of sales of products and services which

are sold in foreign currencies.  In order to mitigate these problems, we have been working on increasing our sales ratio in Europe

14




4

(5

and in Asia, and achieving balance between yen-denominated transactions in Japan and Asia, US$-denominated fransactions in
the LJSA and Eurc-denominated transactions in Eurcpe. In spite of these efforts, fluctuations in the exchange rates could still

have a negative effect on the Mori Seiki Group's operations, business results and financial condition,

Dramatic changes in the costs of natural resources or raw materials
Mori Seiki Group's policy is to adequately raise prices of our products in response to increases in cost of raw materials,

Sudden, unforeseen increase of material costs could still have a negative effect on the Group's business results.

Risks concerning export controls

Significant changes o the regulations and laws among countries and regions into which the Meri Seiki Group is expanding
could have an effect on the Group's operations, business resulls and financial conditions, Machine tools, which are Mori Seiki
Group's core business, are classified as strategic goods, and are subject to regulations under the framework of international
export contrels. I regulations conceming strategic goods are tightened in response to changes in the intemnational situations,

this could have a negative effect on the Mori Seiki Group's operations, business results and financial condition.

15




Qutline of the Mori Selkl group
The group consists of Meri Seiki Co., Ltd, 29 consolidated subsidiaries, and 7 affiliated companies. The group's principal activities are the
manufacture and sate of machine tools (machining centers, CNC lathes, and other finished products), and insurance agency.

The structure of the group is shown in the diagram.

Cevel opment and sale of

| nsurance agency [brestic Minufacture anchine tool sofiware
¥ Mri Seiki Kosan, Ltd. > Watansbe Seikosho Go., 11d. Q Ogital Technology
Laboratory Corporstion{dte 2)
Service ‘i
Part Service lerseas Sale
Ibmsti ¢ Moufacture 1 ¥y O Mri Seiki US.A, ING(Note 4)
Product s Sale and Minufacture || O Mori Seiki Gmb, H
O Mri Seiki Techno, L:td. Parts Products | O Miri Seiki {UQ LT(Nnte 5)
O Mrl Seiki lixture laboralory, lrd. Mri Seiki Co., Ltd. Parts | O Mri Seiki FRANIE S A
O Mri Sciki Hgh Frecision Product s . e .
Michi ning [aboratory, Lid. Parts O Mori Seiki ITALANAS R
3 Mishino Mid laboratory Lid. |/ | T G Mri Seiki FSPANA S A
C Mri Seiki SINGYCRE PIE LD
Product Product s O Mri Seiki (Toivanl Go, l1d.
uets Parts O Mri Seiki BRSIL LIDY
A C Mori Seiki HING KNG 1D
Leasing C Mri Seiki MXN 5.A [ECV
O Mri Seiki (THNLAD O, LN
¥ Mori Seiki lessing, Lid, O Muri Seiki (Shanghai} Go., Lid.
O Mori Seiki KRA M, 1N
O PT. Abri Seiki INITNSIA
O Mri Seiki ASTRNIA Y LUMTID
[bestic Sale {nmestic Sale and Minufacture O M SYFRAMDS A S
M M Seiki THONDGmb, H
O Mri Seiki Trading, lid. O Teiyo Koki Co., Lid. Crerseas Sale and Mnufacture
# Mri Seiki Mchine Sales, [td. L oeai b :
(ore 3) ¥ Mbei Seiki [nmternst{onal SA
Product s Product s Product s
Produci s Froduct s Parts Parts Parts
X L 4
Cust omers

O: Consolidated subsidiaries
3 Nonconsolidated subsidiaries
> Equity-method affiliates
The business activities of the group's consolidated subsidiaries, non-consolidated subsidiaries, and affiliated companies is shown below.
Consolidated subsidiaries
Sale of machine tools (machining centers, CNC lathes, and other finished products)
Mori Seiki U.S.A., INC., Mori Seiki G.m.b.H., Mori Seiki {UK) LTD., Mori Seiki FRANCE 8.A., Mori Seiki [TALIANA S.R.L., Mori Seiki
ESPANA S.A., Mori Seiki SINGAPORE PTE LTD, Mori Seiki (Taiwan) Co., Ltd., Mori Seiki BRASIL LTDA., Mori Seiki HONG KONG LTD.,
Mori Seiki MEXICO, S.A. DE C. V., Mori Seiki (THAILAND} CQ., LTD., Mori Seiki {Shanghai) Co,, Ltd,, Mori Seiki KOREA CO., LTD., PT.
Mori Seiki INDONESIA, Mori Seiki AUSTRALIA FTY LIMITED, Mori Seiki Trading, Lid., MS SYFRAMO S.A.S,
Development and sale of machine tool software
Digital Technology Laboratory Corporation

Manufacture and sale of grinders and other finished products

Alo_
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Taiyo Koki Co., Ltd.

Overhaul of used machine tools

Mori Seiki Techno, Lid.

Design, manufacture and sale of machine tool peripherals

Mori Seiki Fixture Laboratory, Ltd.

Manufacture and sale of auto parts, metal mold components, and machine tools compoenents
Mori Seiki High Precision Machining Laboratory, Ltd.

Non-consolidated subsidiaries

Sales of machining centers, Jig borer, and other finished products

Maori Seiki Intemational SA

Sale of machine tools (machining centers, CNC lathes, and other finished products)
Mori Seiki TECHNC G.m.b.H., Mort Seiki Machine Sales, Ltd.

Design, manufaciure and sale of machine tocl peripherals

Akishino Mold Laboratory Ltd,

Insurance agency

Mori Seiki Kosan, Lid.

Leasing

Mori Seiki Leasing, Ltd.

Equity-method affiliates
Manufacture and sale of cast products, processed machine tools, and other finished products

Watanabe Seikosho Co., Lid.

Non-equity methed affiliates
Mori Seiki Moscow LLC, Other 4 non-equity method affiliates
Notes:
1. Mori Seiki Precision, Ltd. changed its name to Akishino Mold Laboratory Lid. on July 6, 2006,
2. DBTL Mari Seiki, INC. changed its name to Digital Technology Laberatory Corporation on October 25, 2006,

3 Mori Seiki Machine Sales ceased operations on March 31, 2004,

4. Mori Seiki USA Inc, merged Mori Seiki DISTRIBUTOR SERVICES INC. and Mori Seiki MID-AMERICAN SALES INC. on April
1, 2006.
5. Mori Seiki (UK) LTD. merged MS POLLARD LTD. on July 1, 2006
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Management Policies

Mari Seiki's basic management policy
As a machine tool manufacturer, Mori Seiki Group strives to achieve its basic managament palicy, which is “to provide customers
with innovative, accurate and trouble-free machines with excellent service and at competitive prices.” Vve are aiming to becoms

Global One in numerically controlled lathes, machining centers, multi-axis machines and grinding machines.

Target performance indicators

Mori Seiki Group purposes to becoma the number one company among the global machine tool industry by building a sofid
corporate structure—and responding quickly to the rapidly changing business environment and market trends, We believe that
improving our profit margin is essential in achieving our pursuit. Our Group's target is to con stantly achieve a consolidated operating

incorne 1o sales ratio 10% or more, and we strive 1o improve both corporate value and sharehoider profits,

Mori Seiki's medium to long-term business strategy
Mori Seiki Group is pursuing a medium-term management plan {Mori-568Plan) during the three-year period from Fiscal Year 2005
to Fiscal Year 2007. The basic goal of the Mori-568Plan is “{o have the ten largest companies in each major industry to become our

key customers, and to become Global One in the machine fool industry,” We are committed to the following three targets.

{1) Mori-5: Global market share of 5%

We are aiming to attain a 5% share of the global market. In order to achieve this, we have organized sales teams by industry
and customer, and are cultivaling new accounts. We are also committed to meet demands for replacement machines from our
existing customers. We are also strengthening our sales activities in India, Russia, Central Europe (the Czech Republic, Hungary,

Poland, Slavenia, etc), and Mexico.

{2) Mori-6 : Consolidated cost of sales ratio of 60%

We are aiming to achieve a consolidated cost of sales ratio of 60%. In order to achieve this, we have been conducting stringent
cost management from the stage of designing, in order to reduce material costs by increasing in-house production and
standardizing parts. In order to raise our in-house production ratio, we have built a Casting Plant, Heat Treatment Plant and
Sheet Metal Plant at our lga Campus, and a Machining Flant at our Chiba Campus. We also intend to increase our employees’

productivity by 50%. by improving machine operating rate and reducing work hours.

(3) Meri-8 : Establishing production systemn for at least 800 machines per month
By promoting innovative production methods such as the cell production system and auto campsite system, we have been

capable in maintaining a stable monthly production capactty of 600 units, but our cust ' requir s are becoming stricter;

and they are becoming more demanding for faster delivery of products. In response to this, we are investing 22 billion yen in plant
and equipment gver a three-year period. We are also strengthening our relations with suppliers and developing systems to

improve our procurement capacity, shorten lead times and respond quickly to fluctuations in demand.

_12_
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4.

Challenges facing Mori Seiki

The business environment which the Mori Seiki Group faces in the future is becoming more complicated due to increase in cost of
oil and materials, mounting risk for further flucteation in foreign ex change rates, and fiercer compaetition betwaen companies.

The second year of the Mori-568 Plan progressed smoothly, but that was parlly because of tavorable grder environment and the
weakness of Japanese Yen against major currencies.  In the future, we will make every effort to strengthen our corporate structure;
$0 thal we can achieve cur business targels without our results being affected by - changes in order environment or exhange rates,
As we move on fowards closing our final year of the Mori-568P4an, we are about to establishing and setling our next medium-tem
management plan.

As the Mori Seiki Group grows, we consider strengthening management system is our upmost task to be achieved.

Maintaining product quality is our primary concern when we think about oblaining customers' strong expectations towards
excellence and their business continuity, Mori Seiki considers everything related to our customers, from development and production
1o sales and service, are quality issues and we work hard to win their satisfaction. For development, we fix problems detected at our
customers’ factories, prevent them from happening again, and make the solution standard so that wa can ensure total quality, We
also inspect all newly developed machines and perform  product checks at initial stages after every design modification. For
manufacturing, we pick up processing errors discovered during the product inspection process, identify the operator, and make sure
that we fully understand the undertying cause. For service, our centralized service call function in Japan based at our Service
Centers at Iga and Chiba provides a 24-hour, 365-day customer support system.  In order to offer a uniformly high quality service to
our customers worldwide, we are planning to further strengthen our high-speed maintenance service system at our Service Centers,
Technical Centers and Parts Centers both in Japan and overseas. We are working 1o enhance level of quality by reinforcing
managemant systems and carrying out improvements.

In recent years, awareness towards non-proliferation of weapons of mass destruction and the prevention of stockpiling of
conventional weapons has been increasing.  Mori Seiki Group has Introduced and is strictly enforcing intemal controls {compliance
programs) to ensure that we are in full compliance with all export control regulations. We will continue 1o treat export controls for
intemational security as a matter of highest priority.

In June 2006 the Foreign Exchange and Foreign Trade Law (known as J-S0X) was enacted, and from Fiscal Year 2008
assessmant of listed companies’ internal contrals concerning the accuracy of financial reporting will be required by law,

In tight of the importance of the reliability of financial reporting, in October 2005 Meri Seiki established a special team within our
Internal Auditing Department (o be responsible for the promotion of the intemnal control systems and preparations for documentation of
all our workflow processes prior to the Foreign Exchange and Foreign Trade Law being enacted.

The most important factor for ensuring that we can conduct our business in a highly transparent manner is the constant, effective
functioning of the cycle of performing tasks properly, discovering problems swiftly and dealing with them appropriately. Mori Seiki

Group will continue 1o strengthen our internal control and risk management systems.

_13_
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Consolidated financial statement

Consolidated balance sheets

Previous consolidated fiscal year(A) | Current consclidated fiscal year(B)
Chi B-A
(March 31 ,2006) {March 31 ,2007) ange(B-A)
Note Percentag Percentag
Bracket No Amount{million yen) e of total Amount{million yen} e of total | Amount{million yen)
) (4} (%)
{Assets)
[ Current Assets
1 Cash and deposit 31,582 29,959
2 Notes and account receivable T 29,961 32,916
3 Inventories 25,063 29,904
4 Deferred income taxes 141 1,881
5 Consumption tax receivable 346 610
6 Other 2,543 2,704
7 All f doubtful
' owance or oubtful A273 A281
receivables
Tetal current assets 89,365 549 97,694 518 8,328
I Fixed asseis
1 Property ,plant and equipment #1
(1) Buildings and structure 25,100 23,067
2) Machi [
(2) ) achinery equipment and 5814 7.004
vehicles
(3) Land 5 21,016 15,533
(4) Construction in progress 7 82
(5) Other 3,008 3,721
Total rt lan{ d
coal properly piani - an 85747 | 343 49408 | 202 A6337
equipment
2 Intangible fixed assets
(1) Goodwill 1,325 -
{2) Represent goodwill o 1,773
{3) Other #4 1,626 2,319
Total Intangible fixed assets 2,952 1.8 4,092 24 1,138
3 Investments and other assets
(1) Investment in securities P 13,914 15,709
(2) Long-term prepaid expenses 234 159
({3) Deferred income taxes 26 165
(4) Cther 3 5a7 1,804
{9) Allowance for doubtful
. - A1
receivables
Total i
otal investments and other 14712 %0 17,837 106 3124
assets
Total fixed assets 73,412 431 71,340 422 A2072
Total assets 162,778 100.0 169,034 100.0 6,255
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Previous consolidated fiscal year{A)
{March 31 ,2006)

Cumrent consolidated fiscal year(B)
(March 31,2007)

Change(B-A}

Nots Percentag Percenta
Bracket No. Amount{million yen) a of total Amount(million yen}  |ge of fotal] Amount{million yen)
{%} )
(Liabilities)
[ Current liabilities
1 Account payable 9,697 11,612
2 Short-term kansg 1320 1,500
3 Cument portion of long-term debt 5,084 —
4 Other accounts payable 4,465 6,786
5§ Accrued expenses 417 476
6 Advances received 2,084 1,398
7 Accrued income taxes 1,387 4,982
8 Accrued consumption tax 40 48
9 Deferred income taxes 203 164
10 Allowarnce for warranty protection - 810
11 allowance for executive bonuses — 158
12 Other 1,332 3,166
Total current liabilities 26,032 16.0 31,104 18.4 5,071
I Long-term liabilities
1 Bonds with stock acqguisition right 9,333 3,920
2 Long-term debt 5124 -
3 Long-term accounts payable 332 430
4 Defeired income taxes 3,358 844
e e e n |
Total long-term liabilities 19,972 123 5,894 41 A13,078
Total liabilities 46,005 283 37,958 225 £HB,007
(Minority interests)
Minority interests 425 0.2 — -—
(Shareholders’ equity)
1 Common siock p-d] 29,285 18.0 - —
O Capital surplus 42,529 26.1 — —
I Retained eamings 49,645 30.5 - -
IV Reserve for land revaluation 5 A4.638 A2B — —
v i i in
,ecun::: unrealized helding gain on 4576 28 _ _
VI Translation adjustiment L1,186 A07 - -
VI Treasury stock 6 A3,867 A2 4 - —
Total shareholders® equity 116,347 715 - - -
:::L;::T::;ﬂ;?omy interests and 162,778 100.0 _ _ _

27




Previous consclidated fiscal year{A)
{March 31 ,2006)

Current consolidated fiscal year(B)
(March 31,2007)

Change{B-A)

Note - Fercentage| - Percentag -
Bracket No, Amount(mitlion yen} of totat (%) Amount(million yen) e oftotal | Amount(million yen)
(%)
{Net worth}
1 Shareholders’ equity
1 Common stock - 32,022
2 Capital surplus — 45,328
3 Retained eamings - 53,985
4  Treasury stock - £15,368
Total shareholders' equity —_ - 125,968 745 -
I adjustment gains and losses
1 Net unrealized holding gain on
- 4,559
lsecurities
Z Deferred haedge profits — 1,341
3 Reserve for land revaluation #h - 1,545
4 Translation adjustment — 4240
Total adjustment gaing and losses — — 4,522 2.7 -
I Minority interests — - 545 03 -
Total net worth - - 131,036 77.5 -
Total fiabilities ,net worth - — 169,034 100.0 —

- 16 -

22




Consolidated Statement of income

Previous consolidated
fiscal year
{April 1, 2005 to
March 31, 2008)

Current consolidated

fiscal year

(April 1, 2006 1o
March 31, 2007)

Change (B-A)

Note {Arnount % of total .f\r_'noum % of total Amount
(million yen } (%) (million yen ) (%) {million yen }
| Net sales 145,339 100.0 172,262 100.0 26,992
Il Costof sales 89,984 61.9 102,312 59.4 12,327
Gross profit 55,354 381 69,949 40.6 14,594
e)l(l;ens‘;zlémg, generai and administrative %12 39,060 26.9 44 506 26.1 5846
Operating income 18,294 1.2 25,043 14.5 8,748
IV Non-operating income
1 Interestincome 54 133
2 Dividend income 70 107
3 Equity method income 64 45
4 Bond premium 15 —
5 Other 321 825 0.4 235 522 03 A103
V Non-operating expenses
1 Interest expense 110 47
2 Foreign exchange loss 292 339
3 Fees and commissions 373 218
4 Bond jssue expense T2 —
5 Bond redemption expense 21 54
6 Other 145 1.7 0.7 187 848 05 A168
Ordinary income 15,902 109 24,716 14.3 8,814
VI Extraordinary income
1 Gain on sale of fixed assets 3 378 57
2 Gain on sale of investments in a17 _
securities
3 Gain on sales of investments and _ 5
other assets
4 aR:c\:;:itasl of allowance for doubtful 13 1,308 0.9 a7 101 01 A1,208
Vil Extraordinary expen ses
1 Loss on sale of fixed assets b ) 120 185
2 Loss on disposal of fixed assets M5 1,238 155
3 Loss on inventory disposal %6 608 4,208
4 ] Loss on deyaluatioq of _ 201
investments in securities
5 Loss on termination of {eases 44 -—
6 Loss on sales of investments and 5 s
other assets
4 g":;’:;‘}fs:‘;j ;":;a""’ protection - 2,058 14| 57| 5415 31 3,356
Income before income taxes 15.154 104 19,403 113 4,249
Income taxes 1,146 5,308
Corporation tax adjustment 125 1,271 0.8 |AZ 202 3,108 1.8 1,834
Minority interests in net income ABO A00 L1102 Al faVa]
Net income 13,801 9.5 16,194 94 2,393

- 17 -

23




Consolidated statement of retained samings

Current consclidated fiscal year

{April 1, 2006 to
March 31, 2007)

division

Note

Amount (million yen )

(Capital surpius )
I Capital surplus at start of period

Il Increase in capital surplus

1 Issue of new slock resuited from
capital increase

2 Gain on disposal of Treasury stock

Ill Capitat surplus at end of quarter {full
year)

(Retained eamings )
| Retained eamings at start of period

Il increase in retained eamings
Net income

Il Decline in retained eamings
1 Dividends

2 Bonusaes to directors

3 Reversal of reserve for land
revaluation

IV Retained earnings at end of year

1,093

502

40,932

1,596

42,529

13,801

1,760
15

8,535

46,525

13,801

10,411

49,645
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Current consolidated fiscal year (April 1,2008 1o March 31,2007}

Qwners'equity

Common $Stock

Capital Surplus

Retained Earings

Treasury Stock at
Cost

Total owners’ equity

Balance as of year
March 31
2006{million yen)

29,285

45,529

49,645

A3867

117,593

Amount of
changes in the
fiscal year

Issue of new stock

2,736

2,730

5,466

Dividends of
retained eamings

A3 ET7

A3 BTT

Dividends of
retained eamings
(Medium
dividends)

H1.852

£1.852

Bonuses to
directors

H142

2142

Net income

16,184

16,194

Purchase of
Treasury stock

A2,564

42,564

Disposatl of
Treasury stock

&9

1.062

1,132

Reversal of
reserve for tand
revaluation

AB,181

46,181

Net amount of
changes in the
fiscal year other
than
owWTers 'equity

Total amount of
changes in the
fiscal year

2,736

2,799

4,340

51,501

8,375

Balance as of
March 31,2007
{million yen)

32,022

45,328

53,985

15,368

126,968
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Adjustment gains and iogses

Minority Tedal of
Interasts Net
Net unrealized Income of Reserve for Translation Total of Net Income
gains and deferral land adjustment worth
losses on hedge revaluation
securities
Balance at end of 4576 — £H4.836 01,1868 51,246 425 116,772
year March 31
2006(million yen)
Amount of changes
in the fiscat year
Issue of new stock 5,466
Dividends of A3 BTT
retained eamings
Dividends of 41,852
retained eamings
{Medium
dividends)
Bonuses to H142
directors
Net income 16,194
Purchase of £2.564
Treasury stock
Disposal of 1,132
Treasury stock
Reversal of reserve 46,181
for land revaluation
Net amount of A16 Al,341 5,181 945 5,768 120 5,888
changes in the
fiscal year other
than owners'equity
Total amount of A8 41,341 8,181 945 5,768 120 14,263
changes in the
fiscal year
Balance as of 4,669 1,341 1,645 A240 4522 545 131,038
March 31,2007
{million yen)
- 20 -
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Consotidated Statement of Cash flows

Previous consolidated Current consolidated
fiscal year (April 1, 2005 to fiscal year (April 1, 2006 to
March 31, 2006) March 31, 2007)
Note Amount (million yen ) Amount {miltion yen )

I Cash flow from operating activities
1 Income before income taxes and minority interests 15,154 19,403
2 Depreciation and amortization 5,288 4,982
3 Loss on sale of fixed assets 120 185
4 Loss on disposal of fixed assets 1,238 155
S Loss on impaiment of fixed assets 608 4,208
€& Gain on sale of fixed assets A3T8 AST
7 Gain on sale of investments in securities Fah:abd =
8 Loss on devaluation of investments in securities - 201
9 Profit on sale of investments in other - A5
10 Loss on devaluation of atfiliate companies share 44 -
11 Amortization of represent goodwill - 703
12 Consclidated adjustment account write-offs 105 -
13 Equity methed income 64 £45
14 Loss on devaluation of investments in assets 45 &
15 Increass in Bonuses {o directors and statutory auditors - 158
16 Bond issue expense T2 -
17 Bond redemption expense 21 84
18 Increase in allowance for doubtful receivables A23I5 AB
19 Increase in allowance of products warranty - 810
20 Interest and dividend income L7124 A240
21 Interest expense 10 47
22 Unrealized exchange gain HAB0 AB4S
23 Increase in trade receivable A£1175 1,789
24 Decrease {increase) in inventories 2,872 5,681
25 Increase in accounts payable 1,346 1812
26 Decrease (increase) in uncollected consumption tax 78 8263
27 Increase (decrease) in unpaid consumption tax A 7
28 Increass {decreass) in other accounts payable £H94 2,227
29 Bonuses to directors and statutory auditors A5 A142
30 Other £4350 AB36
Sub-total 17,648 25,048
31 Interest and dividend income received 126 238
32  Interaest paid =111 450
33  Income tax {paid) refunded -535 A1,741
Cash flow from operating activities 17,128 23,485

Il Cash flow from investing activities
1 Net ¢change in fixed-term deposits 3 -
2 tncrease in investments in securities A1,627 A1,535
3 Proceads from sale of investment securities 1,134 -

4 Increase in investment in a subsidiary and an affiliate
companies v 493 £.1.845
5 Acquisition of sfock in consolidated subsidiaries due to 29 -
change In consolidated group
6 Increase in investment for affiliate companies - H5T
7 Proceeds from adjustment for stock of affiliate _ 1
companies

8 Proceeds from sale of property, plant and equipment 2,542 4,855
9 Purchase of property, plant and equipment £3,780 45,938
10 Purchase of other assets 1,080 A2,449
11 Purchase of loan for long-term advance - ADES
12 Other AH128 A153
Cash flow from investing activities A30MN 8,082

Il Cash flow from financing activities
1 Increase (decrease) in short-term bank loans 50 180
2 Procesds from long-term debt 47,886 10,208
3 Redemption of bonds 11,542 -
4 Proceads from disposal of Treasury stock 2,525 1,132
5 Purchase of Treasury stock AT A2,563
6 Cash Dividend A1,760 05,530
7 Proceed from minority interests 192 =
Cash flow from financing activities 4,524 £16,989

IV Effect of exchange rate changes on cash and cash
equivalents s s 158 046
V Increase (decrease) in cash and cash equivalents 18,810 A1,623
VI Cash and cash equivalents at beginning of the year 12,772 31,582
VIl Cash and cash equivalents at end of the year 31,582 29,959
- 2l -
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Notes related to the preparation of the consolldated flnancial statements

Previous consolidated fiscal y ear
(April 1, 2005 to March 31, 2006)

Current consolidated fiscal year
{April 1, 2006to March 31, 2007)

1 Scope of consolidated group
(1) Consolidated subsidiaries

{2) Non-consolidated subsidiaries

26 consolidated subsidiaries
Narnes of principal consolidated subsidiaries:
Omitted due to inclusion in the description of
the outtine of Mori Seiki group above.
MS POLLARD LTD. is included as a
consolidated subsidiary from the current
consolidated fiscal year following its
acquisition by the Company.

Non-consolidated subsidiary names
Mori Seiki TECHNO Gm.b.H,
Mori Seiki Precision, Ltd.
Mori Setki Leasing, Ltd.
Mori Seiki Kosan, Ltd.
Mori Seiki Machine Sales, Lid.

Reasons for exclusion from consolidated
group
All fiva non-consolidated subsidiaries are
small in scale. Their total assels, sales,
consolidated net income, and retained
eamings are not significant for the
consolidated financial statements.

23 consolidated subsidiaries
Namas of principal consolidated subsidiaries:
Omitted due to inclusion in the de scription of
the outline of Mori Seiki group abova.
Consolidated subsidiaries Mori Seiki
DIATRIBUTOR SERVICES,INC, and Mori
Seiki MID-AMERIC AN SALES INC are omitted
from the consolidated accounts due to their
assimilation by Mori seiki U.S.AINC,
(DISTRIBUTOR is 01/04/2006,
MID-AMERICAN is 01/07/2006)

Non-consolidated subsidiary names
Mori Seiki INTERNATIONAL, SA.
Mori Seiki TECHNO G.m.b H.
AKISHINO KANAGATA institute.
Mori Seiki Leasing, Ltd.

Mori Seiki Kosan, Ltd.
Mori Seiki Machine Sales, Ltd.

Reasons for exclusion from consolidated
group
All six non-consolidated subsidiaries are
small in scale. Their total assets, sales,
consolidated net incoma, and retained
eamings are not significant for the
consalidated financial statemants.

2 Associated companies
{1} Associated companies to
which equity method applies
Company name

{2) Non-consolidated subsidiaries
and affiliated companigs not
accounted by the squity
method

{one company)
Watanabe Seiko's Co., Lid.

Names of consolidated subsidiaries and
affiliated companies not accounted by the
eguity method
Non-consolidated subsidiaries

Mori Saiki TECHNO Gm.b H.

Mori Seiki Precision, Lid,

Mori Seiki Leasing, Lid.

Mori Seiki Kosan, Ltd,

Mort Seiki Machine Sales, Ltd.

Affitated companies

ITCCHU Plamac Corparation and four others

Reason for non-application of the aquity

method
All six non-consolidated subsidiaries and
affiliates ara small in scale. Their
consolidaled net income and retained
eamings are not significant for the
consolidated financial statements are not
important for the overall group.

Unchanged

Names of consolidated subsidiaries and
affiliated companies not accounted by the
equity method
Non-consolidated subsidiaries

MoriSeikiiNTERNATIONAL,SA.

Mori Seiki TECHNO Gm.b.H

AKISHINO KANAGATA institute

Maori Seiki Leasing, 11d.

Mori Seiki Kosan, Ltd.

Mori Seiki Machine Sales, Ltd.
Afliliated companies

Mori Seiki MOSCOW, LLC. and 4others.

Reason for non-application of the equity
method
Unchanged
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Previous consolidated fiscal year
(April 1, 2005 to March 31, 2006)

Current consoclidated fiscal year
{April 1, 2006 to March 341, 2007)

3 Fiscal year end of consolidated
su